Yukon-Waiiz

tglaphong Comipuny

July 3,2018

Marlene H. Dortch, Secretary :
— -Federal Communications Commission——— - — - —— .
445 12 Street, S.W. ;
Washington D.C. 20554 5

Re: Connect America Fund WC Docket No. 10-90; 2019 FCC Form 481

Dear Ms. Dortch:

Yukon-Waltz Telephone Company ("the Company"} hereby submits to the Commission }
a copy of the Company's completed Form 481!, Certain portions of the Form 481 filing include
information that is confidential in nature. Specifically, the section entitled “Rate of Return i
Carrier Additional Information™ should be accorded confidential treatment. Attached please 1
find a statement of the reasons for withholding the redacted materials from public inspection
pursuant to 47 CFR § 0.459.

Thank you for yvour attention to this matier. Should you or any member of the
Commission Staff have any questions or comments, please do not hesitate to contact us at your
convenience.

Singeely,

James J Kail
President & CEO

Attachments

' This fifing is required to comply with 47 CFR §§ 54.313 and 54.422(c). _

* The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
{(“USAC”) website as “Section 3005 in the downloadable version and as “Section 3000” in the online filing version
at the same USAC website._http://www.usac.org/he/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filled out employs the 3005
or 3000 designation.

REDACTED - FOR PUBLIC INSPECTION

4157 Main Street » P.O. Box 168 ¢ S'tahlstown, PA 15687 ¢ Phone-724-593-2411 » Fax-724-593-2423

www.LHTCBroadband.com
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Yukon-Waitz

hetuphong Company

CONFIDENTIALITY REQUEST AND STATEMENT OF JUSTIFICATION
IN COMPLIANCE WITH 47 C.F.R. §0459(b)

Yukon-Waltz Telephone Company (“Company™) is a small, privately held rural local
exchange company based in Pennsylvania. The Company requests confidential treatment of :
— - - -certain information-being -provided-to -the-Commission- in-its- 2019-FCC-Form-481.-The —— —--——I
information is competitively sensitive and its disclosure would have a negative competitive '
consequence upon the Company were it made publicly available. Such information would not
ordinarily be made available to the public and should be afforded confidential treatment under 47
CFR §0.459.
Regulation Statement of support and compliance with Confidentiality requests
The Company has e-filed, through ECFS, the redacted version and sent via USPS
47 CFR §0.459(a)(2) Express Mail the confidential hard copy version (original and one copy) of its |
2019 FCC Form 481. |
The Company requests that the documentation required in the section entitled :
“Rate of Return Carrier Additional Information®, which consists of the
47 CFR §0.459(b)(1) Company’s financial reports, income statement, balance sheet and cash flow ;
statement, be accorded confidential treatment. The confidential information i
has been redacted from the public version with black shading. }
The circumstances giving rise to the submission of this confidential !
|

47 CFR §0459(0)2) | 1nformation is set forth in 47 CFR § 54.313 and 47 CFR § 54.422.

47 CFR §0.459(b)(3) The information for which confidentiality is sought is financial in nature,

and §0.459(b)(4) including balance sheet, income statement, and statement of cash flows.
There is robust competition in the telecommunications market today,
including wireless, VolP providers, and cable television providers to name a
47 CFR §0.459(b)(5) few. Financial data such as the amount of cash on hand, amount of debt, and
- - - - --| revenue by source are all examples of information -that competitors would not
receive in the normal course of business.

The financial information is disclosed only within the Company, and
47 CFR §0.459(b)(6) furthermore is only provided (1) members of senior management, or (2) those
employees who require this information to perform their jobs.

The Company has not previously released this information to third parties
without the execution of a non-disclosure agreement.

The Company requests that the information be held by the Commission as
confidential indefinitely.

S S S

47 CFR §0.459(b)(7)

47 CFR §0.459(b)(8)

* The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
(“USAC”) website as “Section 3005” in the downloadable version and as “Section 3000 in the online filing version
at the same USAC website._http://www.usac.org/he/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filed out employs the 3005
or 3000 designation.

REDACTED - FOR PUBLIC INSPECTICN
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<0107 Study Area Coda T70215 :
<015> Study Area Name YUKON - WALTZ TEL O
«<020> Program Year 2019
<030> Contact Name: Person USAC should contact christina Tal i

with questions about this data rigting Lalor i
<035> Contact Telephone Number: 7245932411 ext.104
Number of the person identitied in data line <030> A
<039> Contact Email Address: |
Email of the person identified in data line <030> claloralhte.net i
1
Form Type 54.313 and 54.422 i
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<010 Study Area Code,

Page 5

<015>  Study Area Name JUKON - NALYE TEL £O
<020>  Program ‘Year 2018

<030> ContactName - Person USAC should contact regarding this data christine Lalor
<035>  Contact Telephone Number - Number of person Identified in data line <0305 7248832418 exc.l04
<039> Contact Emall Address - Emall Address of person identified In data ling <030»  olaterflbze.nct

<600>  Certify compliance regarding abifity te function iy emargency situations

Yea

<610> Descriptive document for Functionallty In Emergency Situations

170215PAR10 . pdf
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<10

Study Area Code

170215
<D15> Stucly Area Name YUKON - WALTZ TEL CC
<020 Program Year 201¢9
Q30> Contact Name - Person USAC should contact regarding this data Christine Lalor
<035> Contact Telephone Number - Number of person identified in data line <030> 7245932411 ext.104
<039 Contact Email Address - Emait Address of person Identified In data lIne <030> clalor@lhtc.net

Select from the drop down menu or check the boxes below to note compliance with 54.313{f){1). Privately held carrlers must ensure compliance with the
financial reporting requirements set forth In 47 CFR 54.313(7)(2). | further certify that the information reported on this form and in the documents
attached below is aceurate,

{3009}

{3010A)~ ~

(30108)
{30124)
{30128

{3013)

(3014)

{3015)

(3016)

{3017}

{3018)

(3019)

{3020)

{3011)

{3022)

(3023)

{3024)

(3025)

(3026)

Progress Report on 5 Year Plan
Carrler cestifies to 54.313{f){1}(11}

Gertification of Public Interest 5B|i§ation5 {t.l-?_&:FR_fs_-_

54.313(f){1)(1)}

Please Provide Attachment Name of Attachad Document Listing Required

- Informatlen

Commisnity Anchor Instltutions {47 CFR § Ho - Ho Wew Cemmunicy Anchors

S4.31(A{IHN}

Please Provide Attachment Name of Attached Document Listing Required

Information
Is your company a Privately Held ROR Carrter {47 CFR (Yas/No} @ Q
§ 54.313({2)} O @
If yes, does your company file the RUS annual report [Yes/Mo)

Please check these boxes to cenfirm that the
attached POF, on line 3017, contalns the required
information pursuant to § 54.313{f}2) cornpliance
requires:

Electronic capy of their annual RUS repotts
[Operating Report for Telecommunications
Borrowers)

Document(s) with Balance Sheet, Income Statement
and Statement of Cash Flows

[ 1
[ 1

If the responsa is yas on line 3014, attach your Name of Attached Document Listing Required

company's RUS annuzl report and.all required Information
documentation
If the respanse Is ho on line 3014, is your company {Yes/No) @ O

audited?

If tha response fs yes on line 3018, please check the
boxes below te confirm your submission on Ine
3026 pursuant to § 54.313{)(2), contalns:

Either a copy of thelr audited financlal statament; or
{2} a financial report tn a format comparable to RUS
Operating Report for Telecommunications Borrowers
Dacument{s} far Balance Sheet, [ncome Statement
and Statement of Cash Flows

Management latter and/or audit opinion issued by
the Indapandent certifled public zccountant that
perfermed the company's financial audit.

If the response is no on line 3018, please check the
boxes below to confirm your subimisslon on ine
3028 pursuant te § 54,313(f){2}, contains:

Capy of thelr financial statement which has been
subject to review by an Independent certified public
accountant; or 2] a financial report in a format
comparable to RUS Oparating Report for
Telecommunications Borrowers

Underlying informatton subjected to a review by an
independent certified public accountant

Underlying informaticn subjected to an officer
certiflcation,

Docwment(s) with Balance Sheet, Incoma Statement
and Statement of Cash Flows

o000 O JU0

Attach the worksheet listing required information Name of Attached Decumant Listing Required

Information

REDACTED
FOR PUBLIC INSPECTION

170215PR2926~-CNPI . pdE, 170215PAJ005-17 pat
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Page 15

<010z Study Area Code 170218

<015> Study Area Name JOKON - MALIE TEL c0

<020> Program Year 2018

<030> Contact Name - Person USAC should contact regarding this data christine Lalor

<35> Contact Telephone Number - Number of person Identified in data line <030> 7RI et 108
<039> Contact Email Address - Email Address of person identified In data line <030>  aralersibee.ner

4005 Rural Bropdband Experlment

Authorized Rural Broadband Experiment {RBE} recipients must address the certification for public interest obligations and provide a

lIst of newly served community ancher institutions.

Public Interest Obllgations — FCC 14-98 (paragraphs 26-29, 78}

Please address Line 4001 regarding compliance with the Commission’s public interast abligations, All RBE participants must provide a

response to Line 4001.

4001. Recipient certifies that it Is offering broadhand meeting the requisite public interest obligations consistent with the category for

which they were selected, Including broadband speed, latency, ussge capacity, and rates that are-reasonably comparable to rates for- - —- - e— e e

comparable offerings in urban areas.

Community Anchor Institutlons — FCC.14-98 (paragraph 79)

40034. RBE participants must provide the number, names, and addresses of community anchor institutions to

which they newly deployed broadband service In the preceding calendar year. On this line, please respond
[ves —attach new communtty anchors, no —ne hew anchors) to indicate whether this list will be provided,

If yes to 40034, please provide a responsa for 4003B.

4003h. Provide the number, names and addresses  Name of Attached Document Listing Required Information

of community anchor institutions to which the
reciplent newly began providing access to
broadband service in the preceding calendar year,

REDACTED
FOR PUBLIC INSPECTION
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<010> Study Area Code Lreaas

<(15> Study Area Name YURDH - WALTE TE CO
<020> Progratm Year 2013

<030> Contact Name - Person USAC should contact regarding this data Christina Lalor
<035> Contact Telephone Number - Number of person identified in data line <03, 7 00 =01
039> Contact Email Address - Emall Addrass of person identified in data line <030>  ciaLareibea. per

5005 Alaska Plan

Page 16

{5010) Do you participate in the Alaska pian? {Yes/No)
Please Indicate whether any terrestrial backhaul or other satellite backhaul becarne
(5011} commerdially available in the previcus calendar year in areas previously served {Yes/No)
- " 77 exdusively by performance-limiting satelllte backhaul,” =~ Tt T ot T T
IFthe filing carrer identified 'n its approved perfomance plans that it relies exclusively an
{5012) satellite backhaul for a certain poriten of the population in its service area, indicate whether {Yes/No)
any terrestrial backhaul or other satellite backhaul became commercially avallable in the
praviolus calendar year In areas that were previolusly served exclusively by sateflite backhaul.
<5013

Descrlption Of Backhaul Technology Date Backhaul Avaflahle Newly Served Locatfons ar Population

REDACTED
FOR PUBLIC INSPECTION
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Page 17

<010> Study Area Code 170215

<015>  Study Area Name YUKON - WALTZ TEL CO
<020> Program Year 201%

<030> Contact Name - Person USAC should contact regarding this data Christine Lalor

<035> Contact Telephone Number - Number of person Idepttfied in data line <030> 7245932411 ext, 104

<0399>  Contact ¥mail Address - Email Address of person identified In datz line <030>  clalor@lktc.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER 1S FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reparting for CAF or LI Recipients

| certify that | am an officer of the reporting tarrier; my responsibilities Include ensuring the accuracy of the annual reporting recuirements for universal service support
rectpiants; and, to tha bast of my knowledge, the information reported on this form and in any attachments Is accurate,

Narme of Reporting Carrler; YURON - WALTZ TEL €O

Signature of Authorized Officer;  CERTLFIRD ONLINH Date 07/12/2018

Printed name of Authorized Officer: James Xail

Title or position of Authorized Officer; P¥esident and CEQ

Telephone number of Authorized Officgr; 7245932411 ext.

Study Area Code of Reporting Carrier: 170218 Filing Due Dete for this form; 07/16/2018

Persons willfully making false statements on this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 U.5.C, §5 502, 503{b), or fine orimprisonment
under Title 18 of the Unfted States Code, 18 U.5.C. § 1001, '

REDACTED
FOR PUBLIC INSPECTION
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<010>  Study Area Code 170215

<015>  Study Area Name YUKON - WALTZ TEL CQ
<020> Program Year 2019

<030>  Contact Name - Person USAC should contact regarding this data Christine Lalor

. 72459324 .
<035> _Cantact Telephone Number - Number of person Identified in data line <030> 11 exe.104

<039>  Contact Emall Address - Emall Address of person identified In data line <030> ~ ¢lalorelhte.net

TC BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer te Authorize an Agent to File Annual Reperts for CAF or LI Recipients on Behalf of Reporting Carrier

| certify that {Name of Agent) Is autherized to submit the Information reported on hehalf of the reporting carrier. 1
also certlfy that [ am an officer of the reporting carrler; my responsibilities include ensurlng the accuracy of the annual data reporting requirements provided to the authorized
agent; and, to the best of my knowledge, the reports and data provided to the authorized agent is accurate,

Name of Authorized Agent:

Name ef Reporting Carrier:

Sighature of Authorized Officer: Date:

Printed name of Authorized Offlcer:

Titfe or position of Authorlzed Officer:

Telephone number of Autharized Officer:

Study Area Code of Reporting Carrier: Filing Due Bate for this form:

Persons willfully making false statements on this form can be punished by fine or forfeltura under the Communicatians Act of 1934, 47 U.5.C. §§ 502, 503{h}, ar fine or imprisonment
upder Title 18 of the United States Code, 18 U.5.C, § 1001,

TGO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for CAF or 11 Recipients on Behalf of Reporting Carrier

!, as agent for the reporting carrier, certify that | am autharized to submlit tha annua! reports for unlversal service support reciplents on hehalf of the reporting carrier; | have provided
the data reported hereln based an data provided by the raporting carrier; and, te the best of my knowledge, the information reported herein Is accurate.

Name of Reporting Carrier;

Name of Autharized Agent Flrm:

Signature of Authorized Agent or Employee of Agent: Date;

Name of Authorized Agent Employee:

Title or position of Authorized Agent er Employee of Agent

Telephone number of Authorized Agent or Employee of Agent:

Stucy Area Code of Reporting Carrier: Filing Due Date for this form:

Persons willfully making false statements on this form can be punished by fine or Forfelture under the Communications Act of 1934, 47 U.5.C, §5 502, 503(b), or fine orimprisonment under Title
18 of the Unfted States Code, 18 U,5.C, § 1001

REDACTED
FOR PUBLIC INSPECTION
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Attachments




YukoWdliz

Telephone Cormpany

Yukon Waltz Telephone Company (SAC 170215}

Statement Regarding the Ability te Function in Emergency Situations
47 CFR § 54.313(a)(6)
Form 481, Line 610

Yukon Waltz Telephone Company (YWTC) is an incumbent local exchange carrier operating In the state
of Pennsylvania, and is an eligible telecommunications carrier (ETC) designated by the Pennsylvania
Public Utility Commission (PUC). YWTC is subject to the regulatory authority of the PUC and operates
under the relevant rules and laws of the state of Pennsylvania.

YWTC has 6 portable generators capable of providing the required level of backup power, and that can
be deployed as necessary to YWTC’s switching and remote sites. YWTC's network is capable of rerouting
traffic around damaged facilities, although this ability is not absolute and may be limited in certain
circumstances. However, YWTC follows all industry standard practices in ensuring its network remains
functional during different types of emergency situations.

REDACTED
FOR PUBLIC INSPECTION
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Yukoh;Wuliz

Telephane Company

Statement Regarding Certification of Voice Rate Comparability
47 C.F.R. § 54.313(a)(10)
Form 481, Line 1010

Yukon Waltz Telephone Company (YWTC) is a rural, rate of return regulated incumbent local exchange
carrier operating in the state of Pennsylvania, and is an eligible telecommunications carrier (ETC)
designated by the Pennsylvania Public Commission {PUC}. As such, YWTC is subject to the regulatory
authority of the PUC and operates under the relevant rules and laws cf the state of Pennsylvania.

YWTC hereby certifies that the pricing of its voice services is no more than two standard deviations
above the national average urban rate for voice service, $45.38, as specified in the November 8, 2017,
Public Notice DA 17-1093 issued by the Wireline Competition Bureau of the Federal Communications
Commission.

YWTC's monthly residential voice service rate, including state fees and the federal subscriber line charge
{SLC) is §27.73.

REDACTED
FOR PUBLIC INSPECTION



Yukon‘-'Wc:Iiz

Telephone Company

Statement Regording Certification of Broadband Rate Comparability
47 C.F.R. § 54.313(a)(10)
Form 481, Line 1030

Yukon Waltz Telephone Company hereby confirms that the pricing of its broadband services is no more
than two standard deviations abhove the national average urban rate for broadband service, $94.32, as
specified in the November 8, 2017, Public Notice DA 17-1093 issued by the Wireline Competition Bureau
of the Federal Communications Commission.

YWTC’s residential broadband service rates:
Monthly rate for 10/10 MPS unlimited data is $45.95.

Monthly rate for 25/25 MPS unlimited data is $55.95.
Monthly rate for exchange 75/75 MPS unlimited data is $80.95.

REDACTED
FOR PUBLIC INSPECTION
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LAUREL HIGHLAND TOTAL COMMUNICATIONG I SUBSIDIARIES
CONSOLIDATED FINANCIAL TEMENTS

Years Ended Decemb 31, ®O17 and 2016

&S




s MERCA DANTE & COMPANY, PC
CERTIFIED PUBLIC ACCOUNTANTS
Raising the Bar

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Stockhoiders of
Laurel Highland Total Communications, Inc. and Subsidiaries

We have audited the accompanying consolidated financial statementg of Laurel Highland Total
Communications, Inc. and Subsidiaries (Pennsylvania corporation g are comprised of the
balance sheets as of December 31, 2017 and 2016, and the related, c3gg @ statements of income
and retained earnings, and cash flows for the years then ed e related notes- to the
consolidated financial statements.

Management’s Responsibility For the Consolidate anciyStatements

sentation of these consolidated financial
erally accepted in the United States of

Management is responsible for the preparatlon a
statements in accordance with accountinggs
America; this includes the design, implemen
preparation and fair presentation of gamgol
misstatement, whether due to fraud g

Auditor’s Responsibility

. accordance with auditing standards generally accepted in the United
~ States of America. Those
assurance about whether the consolidated financial staternents are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained i is sufficient and appropriate to provide a basis for
our audit opinion. |'

ndards require that we plan and perform the audit to obtain reasonable =
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Laurel Highland Total Communications, Inc. and Subsidiaries as of
December 31, 2017, and the results of its operations and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The supplementary information on pages 19 and 20 is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the

underlying accounting “and other records used o prepare the consolidated financial statéments. The -

information has been subjected to the auditing procedures applied in the audit of the consolidated
financial statements and certain additional procedures, including cog g and reconciling such
ppare the consolidated

cf and other additional
theWnited States of America.
g relation to the consolidated

financial statements or to the consolidated financial stateme
procedures in accordance with audmng standards generally ac
In our opinion, the information is fairly stated in all mategi re
financial statements as a whole.

Certified Public Accountanis

Mercadante & Co., P.C. v

March 20, 2018
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LAUREL HIGH;AND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2017 AND 2016

2017 2016

ASBSETS
Current Assets
Cash, General Funds
Telecommmications Accounts Receivable
Other Accounts Receivable
Materials and Supplies Inventory
Prepaid and Refundable Corporation Taxes
Prepaid Insurance and Other Prepaid Aspets
Total Current Asgsets

Other Agsets

Goodwill-Net

QOther Investmentg«Net - -
Total Other Assets

Property
Land

Buildings

Plant and Equipment Not in Sexvice

Plant and Bquipment in Service
Total Property

Less: Accumulated Depreciation

Net Proggrtx
Total Assets

LIABILITIES

Current Liabilities

Long-~Texrwm Debt -~ Current Portion

Accounts Payable

Accruwed Taxes, Other than Inge
Total Current Liabi

Long-Term Debt - Net Curr

leferred Income Ta
Total Liabil

Stockholders' Equity
Capital Stock, Common No Par Value, 40,000 Shares
Authorized, 20,100 Shares Issued, 18,937 and 18,197
Shares Outstanding at December 31, 2017 and 2016,
Respectively
Additional Paid-in Capital
Treasury Shares
Retained Earnings
Total Stockholders' Equity

&
|

Total Liabilities and Stockholders® Eguity

Zee independent auditor's report and notes to financial statements.
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC, AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016

20317 2016

Operating Revenues
Local Service
Interastate End Usger
Access - Interstate .
Access -~ Intrastate
Accegs - Intrastate (ITORP)
Long Distance Toll
Non~-Regulated - TV, Internet & Radio
Non-Regulated Directoxry ~ Net
Other Non-Regulated - Net
Miscellaneous
Total Revenues
Less: Uncollectibles - Net -
Total Operating Revenues

i

i
—
1
-
i

L, e,

Operating Expenses
Plant Specific
Plant Non-Specific
Customer Sexvice
Corporate Operations
Other Cperating Taxes
Cost of Services
Non-Regulated - TV, Internet & Radio
Non-Regqulated - Other
fotal Operating Expenses

Net Operating Income

Other Income and (Expenses)
Interest and Dividend Income
Interest Expense
Loss on Sale of Assets
Voluntary Early Retiremen
Miscellanecus - Net

Net Other Incomg

Income Before Provi

Provision for Income
Current
Deferred

———

il

—

Net Income
Retained Earnings, Beginning of Year
Dividends Declared

—

T

.

Retained Barnings, End of Year

See independent auditors' report and notes to financial statements.
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LAUREL HIGHLAND TOTAL COMMUNICATIONE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARRS ENDED DECEMBER 31, 2017 AND 2016

2017 2016

Cash Flows From Operating Activities
Net Income
Adjustments to Reconeile Net Incoms
to Net Cash Provided by Operaking Activities
Depreciation and Amortization
Loss on Disposal of Assets
Deferred Income Taxes
{Increase) Decrease in Assets:
Accounts Receivable
Inventories
Prepaid and Othex Current Assets
Increase (Decrease) in Liabilities:
Accounts- Payable - e o
Other Current Liabilities

"

——— —— - — I:
—

Net Cash Provided by Operating Activities

Cagh Flows From Investing Activities -
Property Additions

Other Investments

Other Assats ~ Net

Proceeds From Sale ©of Rssets

lul |

f

Net Cash Used by Investing Activitiffs

Cash Flows From Financing Activities
Payments on Term Loan and Lina of
Proceeds f£rom Line of (redit Borrow
Dividends Paid
Proceeds from Sale of Treasuy
Purchase of Treasury Sharesg

———
—

I
LN

—
—

Net Cash Used by g pingfPtivities

w—

cash, Beginning o

" cash, End of Year

Bupplemental Disclosure of Cash Flow Information
Cash Payments During Calendar Years Ended
December 31, 2017 and 2016 for the Corporation
Income Taxes
Interest

P
[

See independent auditor's report and notes to financial statements.
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

e e e m———

NOTES TC CONSOLIDATED FINANCIAL STATEMENTS

Note A - Significant Accounting Policies

Business Activity:
In connection with an Asset Purchase Agreement (APA) entered into on October 20,
2016, a newly formed wholly-owned subsidiary, LHTC Media of West Virginia, Inc.
(LMwvy, was established to operate four radio stations located in the
Fairmont/Morgantown/Clarksburg area of West Virginia, Bffective October 15, 2018,
LMWV began operating the West Virginia radio stations under a Time Broker
Agreement (TBA) until the transaction was eventually closed on June 8, 2017. Undex
the terms of the TBA, LMWV’'s parent company, Laurel Highland Total Communications,
Ing. (EH Total}) was required to pay the seller a monthly fee of
Additionally, £rom the Ogtober 15, 2016 effective date, LMWV was responsible for
certain operating expenses of the gtations and was entitled te all revenues
generated by the stations. In accordance with the APA, LH Total was to pay the
saller the _total .purchase. price. of-
Communications Commimsion (FCC) Eiling fee of paid by LH Total at the time
the filing wag submitted to the FJC for approval. Howeve during the course of
the TBA arrangement, it was learned that the seller cou .
free and clear of all liens as reguired by the APA. In'Qg salvage the deal
LH Total paid the additional amounts necessary t " = liens, totaling
$210,000 over and above the agreed upon e. Additionally, on
November 3, 2016, LMWV entered intoc an APA to pur ranslator for one of
the West Virginia AM stations at a cost of § nsaction was closed on
April 10, 2017.

LHTC Media, Inc, {LHTCM) holde the assets radiWp station 1480 WCNS, which was
acquired in 2014 and aire its prografining the City of Latrobe and the
surrounding communities. Additionally, inVgccordince with an APA entered into on
June 16, 2016, effective November 1§
radic station, 9210 WAVL (WAVL) and i : anslator. WAVL airs its programming in
the Borough of Apollo, Pennsylvania,
also simulcast on 98.7 of the § N Wovering the Greenburg/Latrobe area. Of the
total purchase price of _ was allocated to the intangible asset,
FCC Licenses, On another afember 4, 2017, LHTCM closed on the purchase
of an FM translatcr for ), angd is currently awaiting
approval from the FCC b he n&w translator can be congtructed on a tower site
in Derry Township,

On April 22, 2016, urchased approximately 6B acres, including the tower
site property loca in ity Township, Pennsylvania, that was under lease to
‘WONS . The total purciMge price for this property was S including

of closing costs.

On Nowember .15, 2016, LH Total acquired the agsets of the Caddie Shak Family Fun
Center {Caddie Shak) located in Donaegal, Pennaylvania, at a total cost of
including closing costs. In addition to the building structures and equipment
associated with the Caddie Shak’s operations, the acquired assets included
approximately 232 acres of land. Of the total purchase price, S vas
financed throuwgh a mortgage note payable to the seller in monthly installments
over a five-year term beginning December 15, 2016, and including interest at the
fixed rate of @¢. In a related transaction, on December 23, 2016, LH Total entered
into an agreement to purchase approximately .75 acres of property at the entrance
to the Caddie Shak at a cost of S including closing costs; this transaction
was closed on July 1%, 2017. On yst another note, on January 4, 2017, the Company
incorporated a new wholly-owned subsidiary, LHTC BEntertainment, Inc. (LHTCE),
which helds the operating assets of the Caddie Shak. Furthermore, in May of 2017,
the Company acquived a rental property adjacent to the entrance to the Caddie Shak
at a total cost of SR including closing costs and furnishings.

-- less...one. half . of -the-. Federal .- -




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SURSIDIARIES

o e s e i

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A - Significant Accounting Poligies (Continued)

On December 1, 2017, the Company entered to an Agreement and Flan of Merger (APM)
in connaction with the acquisition of LTC Communications, Inc. {LTC} and its three
wholly-owned pubsidiaries. The LTC group of companies operate z telecommunications
gystem in parts of Pike and Wayne Counties, Pennsylvania with headguarters in
Rowland. LTC*'s operations include Lackawaxen Telecommunications Services, Inc.,
which is an independent telesphone utility providing communication services and
Lackawaxen Long Distance Company, which provides long distance, Internet and
fiber~to-the-premise services to a market of approximately 66 square miles. Under
the terms of the APM, described as a “reverse triangular merger,” LH Total will
acquire all of LTC's outstanding shares for a total purchase price of 52 million,
plus or minus a Working Capital Adjustment determined based on current assets less
current liabilities and assumed debt as of the date of the closing.

In" addition to” LMWV, LHTCM, dnd LHTCE,” Laurél "Highland Teléphone Company (LETC),

Laurel Highland Long Distance Company {(LHLD), Laurel Highland Television Company
{LHTV), Yukon-Waltz Telephone Company (YWTC), Yukon-Wal pmmunications, Ing.
{YWCI), South Canaan Telephone Company (SCTC), South CangP y Distance Company
{SCLD), and &outh Canaan Services Company (8CSc), lsc wholly-owned
subgidiaries of LH Total, which operates as a holdin anagement believes
a holding company structure is a well-establisikffd ) organization for
companies conducting wmultiple lines of busineg. ose of the holding
company structure is to permit the Company to er a 5 the many developments
in the communications field, the most signiifca of ich is competition from
regulated and non-regulated companies ¢t is oming more prevalent in a
changing regulatory environment,

SCTC, 8CS8C, and BSCLD became operational Novginber 2013 as part of LH Total's
purchase of the assets of several ¢ i erred to as the “pld South Canaan
Companies.”

elecommunications services in the Laursl
reas of Pennsylvania, respectively. LHTC
8 under the name Ligonier Valley Telephone
: ed the physical assaets of the Indian Creek
sequently changed the name of the Company to
y. YWTC, which was acquired by LHE Total on
ed on August 11, 1911, '

LHTC, YWTC and SCTC are provig
Highland, Youghiogheny and Sof
was incorporated on Decemby,
Company. In 1962 the Co
Valley Telephone Compan

ed in 1996 and 1997, respectively, as providers of
“long “distance telephoMy sesrvices to customexrs located in the service territories
of THTC and YWTC. S8CLIF provides long distance telephone services to customers
located in the service territory of SCTC.

LHLD and YWCI were

LHTV, which was established in 1966 as an affiliate of LHTC, is a provider of
cable television and high-speed Internet services in the same territories covered
by LHTC, YWIC, and SCTC. 5CSC im a provider of the legacy cable televislion and DSL
and fiber Internet services in the same territory covered by SCTC.

LH Total charges rental fees to the various operating subsidiaries for use of the
space in huildings held under its name. The inter-company rental charges have been
eliminated in the consolidated financial statements.

Financial Statement Presentation: -

The consolidated finanecial statements include the accounts of LH Total and its
wholly-owned subsidiaries, LHTC, LHTV, LHLD, YWrC, YWCI, SCTC, SCEC, SCLD, LHTCM,
LMWV, and EHTCE. All matexial intercompany transactions have been elimipated in
coneclidation., The accounting policies of the Company and its subsidiaries conform
to accounting principles generally accepted in the United States of America and
reflect practices appropriate to the telecommunicationa industry.




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTEEZ TC CONSOLIDATED FINANCIAL STATEMENTS

Note A - Significant Accounting Policies (Continued)

Preparation of financial statements in conformity with Generally Accepted
Accounting Principles requires management to use estimates and assumptions, Those
estimates and assumptions affect the reported amounts of assets and liabilities,
revenues and expenses, and the disclosure of contingent revenues and expenses,
Actual results could differ from thoze estimates. The accounting records of the
Company‘'s telephone operations are maintained in accordange with the Uniform
System of Accounts for Telephone Companies prascribed by the FCC as contained in
part 32 of its rules and regulations.

Accounts Receivable - Uncollectible Accounts:
The Company uses the direct write-off method and during 2017, receivable net
write-offs amounted to S compared to 2016 net write-offs of

Inventories: ‘
Inventories consist of materials and supplies used to majntain and improve the
telecommunications plant and equipment in service. Th ory is valued at
original cost.

Property and Equipment: .
Property and eguipment are cap:.tal:.zed at origina uding the capitalized
cost of salaries and wages, materials, ce i taxes and employee
benefits. The Company provides for depresciat ncial reporting purposes
using the straight-line method by the appli rates hased on the estimated
service lives of the various classes of roperty. These estimates are
subject to change in the near term.

and $l as of December 31,
d in connection with the Company’'s
onguing capital projects., These were classified as “Plant and Eguipment
Not Placed in Service” gince thy ) projects were still in progress as of the
balance sgheat dates. Include@ cotal cost as of December 31, 2017 are
amounts totaling ; . connection with the design and engineering
work associated with the sw corporate office building to be constructed
on the Caddie Shak pro included in the 2017 total cost are amounts
incurred in connectjig 8's FM translator {referred to previously),
totaling SN st as of December 31, 2016 was transferred to the
appropriate plant pnent accounts in 2017, while the total cost ag of
December 31, 2017 W
accounts upon completil

Certain plant and equipment costs t
2017 and 2016, respectively, were

of the capital projects in 2018,

Renewals and betterments of units of property are charged to telecommunications
plant. and equipment in service. When telephone plant 1ie retired, its cost is
removed from the asset account and charged against accumulated depreciation
together with removal cost less any salvage realized. During 2017 and 2016, the
Company retired £fully depreciated central office switching and other eguipment
with an original cost totaling (R =20 Gl respectively. Repairs and
renewals of minor items of property are included in plant specific operations
expense. A gain or loss is recognized when other property is sold or retired.

Long-Lived Assets:

The Company would provide for impairment loszes on long-lived assets if indicators
of impailrment were present and the undiscounted cash flows estimated to be
generated by those assets were less than the assets' carrying amount. Based on
current conditions, management does not believe any of its long-lived assets are
impaired.

17 be transferred to the appropriate plant and equipment
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A - significant Accounting Policies (Continued)

Revenue and Expense Recognition:

The Company recognizes revenues when earned regardless of the period in which they
are billed. The Company is reguired to provide telephone Bervice to subscribers
within ite defined service territories. Local network service and Internet gervice
revenues are recognized over the period a subscoriber is connected to the network,

Network access and long distance service revenues are derived from charges for
access to the Company's local exchange networks. The intergtate portion of access
revenues is based, in part, on formulas administered by the National Exchange
Carrier Association which is regulated by the FCC. The traffic sensitive portion
of interstate access revenues is billed on an individual company access charge
structure as approved by the FCC, The intrastate portion of access revenues is
billed on an individual company tariff access charge structure based on expense

afnd plant investment of the Company as approved by the state regulatory authority.

The tariffs developed from these formulaz are used to
carrier and recognize revenues in the period the traffig
the minutes of traffic carried. Long distance revenue
a call is placed based on the minutes of traffi
contracted rates,

ge the connecting
sported based on
ized at the time
at tariffed and

Non-regulated operating revenues, derived fromhe p igfon of cable television
and Internet services, and radic advertising#fa ized in the period when
the services are performed.

In accordance with the accrual wmethod pf acepunting, the Company recognizes
expenses when incurred reégardless of thae p&kicd which they are paid,

Advertising:
The Company expenses advertising cost curred, For the years ended December
sh and

31, 2017 and 2016, total adve pense amounted to =)
respectively.

Note B ~ Other Assets

In 2063 LHTC acgquired % minority intexest in its subsidiary, UHLD for

sSE «hich was s tluftransferred to LH Total as part of a corporate
restructuring that n 2006. The excess purchase price of SR over
the bock value of jty interest is presented as goodwill in the balance
sheet. In connection YEth the acquisition of YWTC, in accordance with FASB ASC No.

141, Business Valuatiy g, and No., 142, Goodwill and Qther Intangible Assets,

of the stoeX purchase price was allocated to the Acquired Customer
Relationships (ACR} intangible agset account as determined by an independent CFA
fixrm. Additionally, the remaining excess purchase price over YWTC’s net book value
was allocated to goodwlll, which amounted to S including total acquisition
costs of

In accordance with FASB ASC No. 142, prior to 2014, the Company did not amortize
goodwill since it was deemed to have an indefinite life and was subject to annual
impalrment tests. However, in January 2014, the Financial Accounting Standards
Board (FASB) released an update to U.85, Generally Accepted Accounting Principles,
No. 2014-2, Intangibles-Goodwill and Other Intangible Assets {Topic 350), enabling
private companies to amortize goodwill on a straight-line basis over 10 years.
Accordingly, effective January 1, 2014, the Company elected to amortize the
goodwill associated with the ZHLD and YWTC acquisitions referred to previously,
Rdditionelly, in connection with the purchase of the assets of the West Virginia
radio stations referred to previously, of the purchase price was
allocated to goodwill, which is being amortized over ten years, As of December 31,
2017 and 2016, total goodwill reflected in the balance sheet is net of accumulated

9




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOQTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note B - Othex Agseta (Continued)

amortization of R and B rccpectively, and amortization was SR

and S in 2017 and 2016, respectively.

In connection with the November 2013 acguisition of the assets of the old South
canaan Companies, S of the purchase price was allocated to the ACR account.
Also, in 2014, the ACR asset was increased by S in connection with the
purchase of WCNS's assets. These assets are being amortized for financial
statement purposes over a lS-year period and are reported in the balance sheet ag
Other Invastments, net of accumulated amortization. Accumulated amortization on
the total ACR assets as of December 31, 2017 and 2016 was SENIEED z=rnd

respectively, and amortization was in 2017 and 2016. Also, jincluded in
Other Investments as of December 31, 2017 and 2016, is SN 229

_respectively, allocated to LHTCM's and LMWV's FCC licenses as part of the -purchace

price allocations associated with WCNS, WAVL, and the West Virginia radio
stations. This item is considered an indefinite-lived intgagible asset, which is
not amortized £or book purposes, but rather subjec annual impalrment
teating.

anies, the Company
c., & privately held
ce  with the APA, and
31, 2017 and 2016, was
ction, the Company acquired a

As part of the assets purchased from the old Sout
acquired 15 shares of common stock in LTC Comm
company. The wvalue allocated to this stock
included in Other Investments in the balanc
$21,458. Alsc, as part of the November 2013 tra

5.55% ownership interest in Wetwork Aggr on BeWrices Association, LLC {HASA)
which is & limited partnexrship. The lue gigned to this investment, and
included in Other Investments at Decdgher , 2017 and 2016 was
Additionally, included in Other Iav el ecember 31, 2016 are deposits of
and SH piaced in escro £8 in conmection with the acquisitions

of the West Virginia radio stations t related FM translator, respectively,
referred to previously, Furthe W iQ 2017, S of the purchase price of the
Caddie Shak assets was allodf ' e Caddie Shak brand name, an intangible
asget. In summary, Other congist of the following as of December 31,
2017 and 20186: d

2017 2016

Acquired Custome ps - Net
Common Stock - ations, Inc.
Partnership In
__FCC Licenses ,
Brand Name - Caddi
Escrow Account Deposits

Total

Note C - Property in Service

Property in service is stated at cost. The feollowing summary sets forth the major
ciasgifications as of December 31, 2017 and 2016:

2017
Land
Vehicles
Work Equipmernt
Buildings
Furniture
Ooffice Bguipment
Digital Blectronie Switching Equipment
Cireuit Eguipment
Station Connections

10




LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS :

Note C - Property in Service (Continued)

2017

Pole Lines

Aerial Cable

Aerial Wire

Underground Cahle -

Buried Cable

Cable Television Plant and Ecquipment
Internet Equipment

Plant and Egquipment not Placed in Servies
Radio Equipment

Leasehold Improvements

Entertainment Equipment

Total

The following is a summary of depreciation by type of asset for the years ended
December 31, 2017 and 2016:

Telecommmications Flant and Equipment
Cable Television Plant and Internet Equipment
LE Total's Buildings and Eguipment
Radio Equipment
Entertainment Equipment
Total

Note D -~ Long-Term Debt

The Company has established a line of creft witl First National Bank {FNB) in the
amount of secured by itsggsset nees on the line of credit accrue
interest monthly at either the “Pri e or 1,75% abhove the London Inter Bank
Offered Rate (LIBOR), as selected by al, As part of the financing used to
acquire the Unity Township prop rderred to previously, in April of 2016, the
Company drew h againsiff f credit. This amount was repaid through
the third gquarter of 2016, 2017, the Company drew $- against the
line of credit to help £i

referred to previously. W was repald by early November.

Oon November 5, 2013
South Canaan Compa

SO, collat

ion with the acquisition of the assets of the old
mpany secured a note payable to FNB in the amount of
by the Company’'s assets. Beginning in January 2014,
principal and interesWgpayments are due-on the first day of each month based on a
l0-year amcrtization sMedule and a floating interest rate of 2.50% ahove the 30~
day LIBOR with an option to f£ix the rate via an interest rate swap. Maturities on
thiz note, which watures in December 2020, along with the maturities om the five-
year mortgage note incurred in connection with the purchase of the Caddie Shak
discussed previously, are as follows:

Years ending Decembsr 31, Amount
2018 8
2919
2020
2021

The Company was in compliance with 2all restrictive and financial covenants
relating to its debt arrangements at December 31, 2017 and 2016,

H



LAUREL HIGHLAND TOTAL COMMUNICATIONS, TNC. AND SUBSIDIARIES

-~ - .. .. Carrent in

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note E - Appropriaticn of Retained Earnings

Given its ongeing commitment te modernize its plant and equipment, the Company
appropriated $i of ity retained earnings in January 2016. The
appropriation was decreased to in January 2017, which was designated
for the hudgeted 2017 capital expenditureas.

Note F - Employee Penesion and Profit Sharing Plans

Effective January 1, 2002, the Company established a 401(k} profit sharing plan to
comply with all applicable statutes, including the Employes Retirement Income
Security Act of 1974 (ERISA) and the Internal Revenue Code of 1986, as amended by
the Uruguay Round Agreements Act, the Small Business Job Protection Act of 1956,
the Taxpayer Relief Act of 1937, the Uniform Services Employment and Reemployment
Rights Act, and all applicable rulings and regulations issued thereunder.

~Pansion expense-aiilicable to years ended December 31, 2017 and "2016 "amounted te

and respectively.

Note 6 - Income Taxes

The Company has adopted PASBE ASC No. 109, Accounti
109). Statement 102 adopts a liability methed t
deferred liabilities for the expected future con
recognized in the Company’'s consolidated fin
deferred tax liability results £rom the use

fo e Taxes (Statement

the recognition of
events that have been
t8 or tax returng. The

ongiders all expected future

events other than enactments of changes i wie and rates.

o law the Tax Cuts and Jobs Act of
ive Januwary 1, 2018, various provisions
repealed or amended. One of the many
the passage of the TCJA was the reduction
to 21%. In accordance with Statement 109,
me Taxes liability in the balance sheet ag of
pact of this rate reduction, which resulted in

On December 22, 2017, President Trumg sig
2017 (TQJA} . Pursuant to the TOJA,
of the MTax Reform Act of 1986 (TRA
modifications to the TRA resu
in the federal income tax rs
the Company reduced the De

For the vyears ende = 2017 and 2016, the Company’s income tax expense

[V
=g
)
&

———

ge tax expense:- - - - - = - - - -

Federa
State

Deferred income tax expense:
Federal
State

2017
.?;IIIIIII

The implementation of 100% bonus depreciation for tax purposes resulted in federal
and state taxable losses in 201l. Since the state does not allow for loss carry-
backs, the state taxable logses for LHTIV and YWTC were applied against state
taxable income beginning ir 2012, The state taxable loss for YWTC was fully
utilized in 2013 while LHTV‘s taxable loss was fully utilized in 2016. The tax
years for which the Company is currently subject toe IRS examination include the
years 2014 through 2014,

Total -3

12



LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

ﬁUngfTOfCONSOEIDETED_FINHNCIHEfSTATEMENTS

NOTE H - Stock Restrictions

The Company has one class of common stock. Restrictions on the stock include the
following:

* Shareholders are limited to ownership of not more than 1,000 shares for each
shareholder.

» Shareholders shall not sell any shares of stock owned unless the Company has
been given first right of refusal.

* Stock transfers reguire the consent of the Board of Directors,

NOTE I - Treasury Shares Activit

In 2016, the Company acguired 125 shares of its common stock from shareholders at

a8 total cost of “In 2017, the Company acguired another 106 shares of its

common stock from a shareholder at a total cost of In Qctober 2017, the

: existing eligible
shareholders and employees at per share; the valuedfstabl¥hed by a business
valuation performed by an independent CPA firm as of
to the offer, {} treasury shares were sold for a t
As of December 31, 2017, the Company allocated
to Additional Paid-in Capital to reflect the

oriiinal cost of the treasury shares. As of De

price of §

Whe total sales price
ed in excess of the
17 and 2016, there were

and (@ treasury shares with a tofal and
respectively, reported in the equity secti
NOTE J -~ Concentrations of Credit Risk
The Company grants credit to loc el service, cable television, and
Internet customers, teélecommunicati astate and interstate long distance

carriers, and to radio advertisers

Financial instruments that pé
credit risk consist princigkll
financial institutions, ch
financial institution.

Wy ¥subject the Company to concentrations of
Bsli. The Company placea its cash In several
imit the amount of credit exposure in any one

in bank deposit accounts, some of which excesd
federally insured e Company has not experienced any losses in such
accounts and managemey

" on cash.

Note K - Operating Segments Information

The Company organizes its business into four reportable Begments:
Telecommunications, Cable Television and Internet, Radio, and Other Non-Regulated
services, These reportable business segments are strategic businese units that
offer different services. Bach reportable segment is managed and accounted for
separately, primarily because of different services and regulatory environments.

The segment accounting policies are the same as thome described in the summary of
significant aceounting policies. A summary of operating revenues and operating
expenses by reportable segment for the years ended December 31, 2017 and 2018
follows:

believea it is not exposed to any significant credit risk

s e



LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

NOTES TO _CONSOLIDATED FINANCIAL STATEMENTS

Note K - Operating Segments Information {Continued)

Telecommuni- Cable TV Other Non-
2017 cations & Internet Radio Regulated

Operating Revenues . ¢ ]
Operating Expenses ‘
Net Operating Income (1oss) 5 (NN CHENNN @_SEIND CEEND

2016

Operating Revenues ® ®
Operating Expenses

Net Operating Income (Loss) S

Note L - Life Insurance Proceeds

The Company has key man life insurance policies on certaig

gployees on which it

included in the “Miscelléneous - Net” line item und 5 ome {Expenses} in
statement of income. Additionally, the 1ife insu s were exempt for
federal and state income tax purposes.

Note M - Voluntary Barly Retiremente

In 2014, two employees accepted an early rejigyemengplan offering (the “ERP”) and
retired effective July 1, 2014. During 15, anotHler employee accepted an ERP
offered by the Company and retired effect@ve JaMuary 1, 2016. Under the terms of
gach of the ERPs, in addition to early ret compensation, the Company agreed
to pay certain post-retirement ben half of the ratirems until they
became eligible for Medicara upon rea 68,

The Eull cost of each ERF was
in the statement of income i
Each year, adjustments ar
cost of the medical and

mrvin which the retiree accepted the offer.
e ERP liability to reflect changes in the
fFits for the retirees. An additional charge of
S -rd a credit of was applied to/against the BRP expense for the
yvears ended December 2016, respectively. As of December 31, 2017 and
2016, the ERF liahj ed in Accounts Payable in the balance sheet was
and

" Note N - Grossa Recelipt

In 2010, the Company received assessment noticee from the Pennsylvania PDepartment
of Revenue (the “DOR"} for additional gross vrecelpts taxes (“GRT”). The
agsessments were related to the 2008 GRT reports filed for LHTC and YWTC. While
the DOR denied the Company’s initial appeals, the DOR agreed to ®stay” the
proceedings until the outcome was known concerning a court procseding involving
similar issues., In 2031 and 2012, the Company received additional assessment
notices from the DOR for LHTC and YWTC for the years 2009 and 2010. In 2015, 2016,
and 2017 the following additional assessment notices were received:

2015
* 2011, 2012, and 2013 for LHTC and YWTC.
» 2013 for BCTC.

2016
» 2014 for YWIC.

2017
¢ 2014 for LHTIC and SCTC,
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NOTES TO CONSULIUATED FINANCIAL STATEMENTS

Notg N ~ Gross Receipts Tax Issue {Continued)

In 2016, the Company receilved decisions from the PA Board of Appeals (BOA)
concerning all of the LHIC, SCTC and YWTC additional assessments received in 2015,
While the 2018 BOA rulings for YWTC were essentially in line with the amount
reserved for the years 2011 through 2013, with the exception of LHTC’s 2011
assessment, the BOA rulings for LHTC and SCTC were unfavorable. The Company
adjusted the GRT resexrve liabilities to reflect the impact of the 2015 BOA
rulings, and filed appeals with the Board of Finance and Revenue (BF&R), for LHTC,
YWTC and SCTC imn 2016. While the subsequent BFAR rulings were not favorable, based
on management’'s discussions with the attorney who has been handling the
proceedings, management believes that the pending liabilities will eventually be
settled for less than the amounts included in the GRT reserve accounts.

. Concerning the court proceeding referred to previpusly, the matter was ruled on by
the Pennsylvania Supreme Court in 2015 and the ruling wasn’t favorable to the
Company’s position. However, in July of 2016, the Company ed appeals with the
Commonwealth Court of Pennsylvania, and the DOR subsegquenj ted stays for all
gessment received
for YWTC in 2018 for the year 2014, the Company file ~with the BOA in
December of 2016, which was also stayed pending th the current court
proceeding. Concerning the additional assessment sd, In 2017 for LHTC and
ECTC for the year 2014, the BOA granted anoth to the current court
proceeding.

According to the attorney who is handl he meNter, the DOR has agreed to
exclude the PA Universal Service Fund g{PA ) revenze from the additional
assessment ryevenue bage, and, accordingly, th revenue was removed from the

applicable years for each of the co
of December 31, 2017.

e updated reserve calculations as

ecember 28, 2017, the Company’s attorney
¢ for the years 2008 through 2010, with
ice, and is currently awaiting a response,
oncerning these years, management will take
subsegquent years for each of its companies.

Concerning the current -court
filed gettlement offers for
the PFA Attorney General's
Once a final settiement
the appropriate action t

s deemed prudent to establish a reserve for the
ng the logic deployed by the DOR in caleculating the
The total GRT reserve included in Accrued Taxes, Other
than Income -in the cuMgent liability section of the balance sheet as of December
31, 2017 and 2016 was and
reserve balance as of December 31, 2017 was due to the removal of the PA USF
revenue from the additional asgesgment revenue base as noted previously.

As indicated previ
additional GRT ass
additional assessme

Note O - Lease Agreements

As part of the acquisition of the old Scuth Canaan Companies, the Company assumed
a lease agreement that was entered into with Verizon Wireless, effective February
1, 2010. Beyond the initial five-year term, the lease agreement allows for four
additional terms of five years each, unless Verizon Wireless provides written
notice not to renew not less than 120 days prior to the expiration of the initial
term or any renewal texm. Under the terms of the lease agreement, which
automatically remewed for an additional five-year term effective February 1, 2015,
Verizon Wireless is leasing space in SCTC’'s central office at a current wonthly
rental of T The lease agreement also calls for the monthly rental rate to
increase by effective February 1% for each year the lease is in effect.
Additionally, in March of 2017, the Company entered into a two-year agreement with
Comcast that took effect on June 3, 2017, whereby Comcast is leasing the Company's

15

respectively. The reduction in the
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NOTES_TO CONSOLIDATED FINANCIAL STATEMENTS

Note O - Lease Agreements (Continpued)

dark fiber facilities at a wmonthly rental of (). At the end of the initial
term, the agreement may be renewed for another two-year term. The following is a
schedule of the minimum rentale as of December 31, 2017:

Years Ending December 31, Amount,
[
2019
2020

Tatal

Bifective March 24, 2017, LHTCE entered inte a lease agreement with C-L
Enterprises (C-L), whereby C-L paid LHICE rental fees totaling ) throush
December of 2017 for the right to operate the Caddie Shak facility. While ©-L had

i

an’ option to continue the lease arrangéiment “at an escalating reital f£e€ thiough

February 2020, it opted not to continue the arrangement beyond 2017, The Caddie
Shak facility will be operated under LHTCE'® direct mana starting with the
2018 seasmon.

As part of the acquisition of WCNS, the Company a tower site lease
agreement that was entered into with M. Romayne Tu {the Trust) by the
former owner of WCNS in the 1980s. Under the t th ease agreemant, which
wag set to expire in December 2025, enter 201 8 was making monthly
payments at the rate of S The lease ad®ceMgt caYled for a @ increase in
the wmonthly rental rate effective Janua * foMgeach year the lease was in
effect. However, as a result of LH Tftal’'s gpurchase of the Unity Township
property, including the tower =site 1 om the Trust, a sﬁ early
termination amount was paid to the Trust a red by the lease agreement, which
was subseguently terminated effecti r 2017, Bffective May 1, 2017, LH
Total established a new lease agreeme LHTCM and the rental payments are now
accounted for as an inter-compg g, and, accordingly they’'re eliminated in

me

In connection with the pu AVL, on Rugust %, 2016, LHTCM entered into a
five-year lease agreem ’ Wovn Castle for tower site space for its FM
translator antenna, at_a thly rental rate of S} The lease agreement
automatically exten renewal periods of five years each unless either
party provides wri o the other of its election not to remew the term,
at least 180 days © the end of the current term. Additionally, the
agreement calls for &
for each year the leas® is in effect. Additionally, effective July 1, 2017, IMWV
entered into a five-year lease agreement for office space and a tower site at its
Fairmont location. The lease agreement calls for monthly rental payments of

increased by @ effective July 1* of each year of the lease term. The
following is a schedule of the minimum rental payments cover the remaining term of
the leases:

Years Ending December 21, Amount
2018 &
2019
2020
2021
2022

Total -

i6

increase in the monthly rental rate effective August 1%

T
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Note P - Subsesguent Events

Management has evaluated subsequent events threugh March 20, 2018, the date the
financial statements were available to he issued, and has datermined that the
follewing events warranted disclosure:

On January 24, 2018, in comnectlon with the treasury share offering discussed
in ¥Wote I above, the Company s50ld 300 additional treasury shares to a
shareholder at the per share value of 4} for a total selling price of

On PFebruary 27, 2018, the Company entered into the following loan agreements
with Citizens Bank:

o In connection with the acquigsition of LT{ discuszsed in Note A above, the
' " “gbllateralized’

Company” setured a noté payable lh the amdbint of
by the Company’s assets, Beginning in March of 2018,
payments are due on the 27 day of each month over
on a l0-year amortization schedule and a fixed ing
a ballocon payment due in February of 2025,

principal and interest

en year term, based
Ate of @l vith

in connection with
note payable to FNB
, collateralized by the
Bt payments beginning in
over a geven year term, baged
interest rate of , with

© A new loan was established in the amount o
the refinancing of the remaining balance
discussed in Note D abhove., The terms of
Company's assets, calls for pringipal
March of 2018 due on the 27" day of
on a 10-year amortization schedule
& ballcon payment due in February off2025.

© A new line of c¢redit was estab d place the line of credit with FNB
(diacussed in Wote D above) i ount of secured by the
Company'’s assets. Advances t ing of credit accrue interest monthly at
0.50% above LIBOR.

E with the APM discussed in Note A above, the
chXyf of LTC and its whelly-owned subsidiaries,
Lackawaxen Telecommunication Services, Inc., and

On February 28, 2018, i
Company o¢leosed on t
Lackawaxen Telecom,

.
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LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC. AND SUBSIDIARIES

SUPPLEMENTARY INFORMATION

YEARS ENDEDWDECEMBER 31, 2017 AND 2016
2017
Plant Specific Expense
Network Support s D

Metor Vehicle

Other Work Equipment

Land and Building

office Equipment

General Purpose Computer

Central office Equipment

Digital Central Office

Circuit Equipment

Other Terminal Equipment

Pole Repair

- Rerial -Cable-Repadz - - -~ :
Underground and Buried Cable Repair
Other Plant and Equipment Repair

Total Plant Specific Expense

Plant Non-sSpecific Expense
Transmission Power
Network Administration
Central Office Testing
Plant Operations ARdministration
Engineexing
Other
Depreciation and Amortization

i

O
Ih

Total Plant Non-Specific Ex

Customer Service Expense i
Product Promotions and Adve =
Numbher Service '
Billing
Customer Service

£y

Total Custo

|

Corporate Operatio
Executive Departme

- T General O0ffice and A

General Office =« Other

Professional Services

External Relations and Assessments

External Regulatory

Insurance

Legal

Other

$
punting wages and Benefits -

Total Corporate Uperations Expense

See independent auditor's report and notes to financial statements.

2016

Ay

o i Lo Lt

9



LAUREL HIGHLAND TOTAL COMMUNICATIONS, INC., AND SUBSIDIARIES

SUPPLEMENTARY INFORMATION (CONTINUED)
YEARS EMDED DECEMBER 31, 2017 AND 2016

2017 2016

QOther Operating Taxes
State Realty Tax

$
Pennsylvania Gross Receipts Tax
Other ‘

Total Other Operating Taxes
' -

Cogt of Sarvices
Access Sexvices
Long Distance Services

Total Coat of Sexvices

Non-Reculated Expensges < TV, Intefnét & Radigd ™~ ~
Cable Tv and Internet
Radio Operations

Non-Regulated Expenses - Other
Othex

See independent auditor's report and notes te financial statements,




